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New England's Vacation Industry — Presidential Range, White Mountains, N. H.. 


New England 


Forests: 


PRICELESS BUT ABUSED HERITAGE* 


i 77 per cent of New en na area were sud- 
denly revealed to consist of rich mineral fields, the 
Gold Rush of 1849 would be quickly overshadowed 
by the mad influx of prospectors bent on reaping 
profits. Yet huge dividends lie dormant and un- 
realized in the 77 per cent of New England's land 
area which today is covered by forest growth. Our 
forest lands may not have the magic appeal of gold, 
but with proper management techniques they can 
make an important contribution to the economy of 
the area. And in no other region is the proportion 
of forest land as great as it is in New England. 

Thus far, New England has not made the fullest 
use of its rich forest resources. Most of our wood- 
lands have been subjected to a ‘‘cut and move on”’ 
type of exploitation. 

The pioneers looked upon the forest as an enemy 
harboring Indians and predatory wildlife. They did 
their best to strip it of growth. By 1850 approxi- 
mately half of our land area had been deforested. 
Much of this has since grown back, but through 
chance rather than design. 

During New Beale’ early years the demand 
for uae and timber was small compared with the 
amounts available in the forests, -and enormous 
quantities were wasted in the land-clearing log fires 
and otherwise for lack of markets. Great piles of 
logs were burned for the ashes, used to make potash 
and pearl ash, for which there was a commercial de- 
mand. Very naturally, the feeling developed that 
the forests were ‘“‘inexhaustible’’ and that there 
was no need to give thought to the future. Little or 
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*First of three articles on New England’s forest assets based upon a 
study conducted by the Northeastern Wood Utilization Council un- 
der a research grant from this bank. 


“Wooden Dollars’, the Council’s report, will be published soon by 
the Federal Reserve Bank of Boston and copies will be available 
without charge. 


no effort was made to control forest fires and there 
is evidence that the quantities of timber killed by 
forest fires in New England during the past 300 
years may equal, or even considerably exceed, the 
quantity now remaining. 

The increase in forest lands during the past cen- 
tury was unplanned and is the effect of practical 
economic forces based on trial and error methods. 
Half of the area formerly cleared has been allowed 
to revert to forest because its use for agriculture 
could not be made to pay out in competition with 
the agricultural regions of other parts of the coun- 
try under the techniques in use during the past 100 
years. Not quite all of the land now in forest is of 
necessity permanently best adapted to that form of 
use and some may be reclaimed for agriculture 
under modern methods. On the other ae. some of 
the existing fields might be more profitably utilized 
for the growing of trees. 

The surprising fact is that forests occupy a larger 
proportion of New England than of any other com- 
parable region in the United States. The West Gulf 
Region, comprising Arkansas, Louisiana, and east 
Texas, comes closest with 59 per cent. Maine leads 
the nation in ratio of forested area to total land 
area with 84.5 per cent forested. A few selected 
state by state figures are impressive: In New Hamp- 
shire 83 per cent of the land area is forested; in 
Massachusetts, 65 per cent. Pennsylvania, Michi- 
gan, and Mississippi have 52 per cent forested. Ore- 
gon has 48 per cent and Colorado 30 per cent. 

In terms of quality, New England's forests are 
substantially no better nor worse than most of the 
forests east of the Rocky Mountains. They are 
greatly inferior to the old-growth stands of the 
Pacific Coast states and pitiful remnants of their 
own former grandeur. They do not compare favor- 
ably with the western European forests which have 
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been carefully and expertly husbanded, while New 
England’s have been exploited without much 
thought of the consequences. 

What are the 31 million acres of forest growth in 
New England doing for the population? Actually, 
they are doing quite a lot, considerably more than 
many of the people realize. Although forests inter- 
cept rainfall and, by promoting evaporation before 
the moisture reaches the ground, reduce the amount 
of available water, they accomplish benefits that 
more than compensate for this possible disservice. 
Occupying large portions of the watersheds, they 
regulate the rate of flow in the rivers and streams 
fr a which mechanical and hydroelectric power 
aic developed. Floods are less severe and less fre- 
quent than they would otherwise be. Wooded areas 
serve to moderate the rush of water across open 
areas, reducing soil erosion. Some forest trees are 
good soil rebuilders. Many acres in New England, 
formerly exhausted by overcropping, are being re- 
habilitated by the forest growth now occupying 
them and will be put back into agricultural produc- 
tion eventually. This is particularly true of some of 
the areas occupied by the right types of hardwood. 

Hardwood is a generic term for trees such as 
maple, oak, beech, birch, and ash, i.e., the ‘‘broad- 
leaf’’ trees. The term ‘‘softwood"’ is applied to the 
pines, spruces, and other cone-bearing species. 

The forests provide shelter for many forms of 
beneficial wildlife, particularly birds that eat in- 
sects and weed seeds, and also game from the hunt- 
ing of which large numbers of people derive health- 
ful recreation. By just being there they make the 
environment look better to many people. The bene- 
fit derived from this fact is intangible but may well 
be one of the reasons why people demonstrate a lik- 
ing for New England as a place to live. 

Most important, the forests provide raw material 
for an important and diversified industry that con- 
tributes substantially to the employment of the 
people and the income of the region. This contribu- 
tion of the forests to the regional economy will be 
discussed in detail in a subsequent issue of the 
Monthly Review. The purpose of this article is to 
describe the forests themselves. An understanding 
of their existing characteristics and extent is essen- 
tial to an adequate grasp of their economic and 
social implications which are more vital to the 
continued well-being of New England than is 
generally realized. 

There are indications that the virgin forest may 
have averaged 15 thousand feet to the acre. This 


would mean that New England originally had 600 
billion feet of timber. Regardless of the true figure, 
which can never be known precisely, it is obvious 
that a great quantity of timber has been utilized or 
destroyed in the region during the past 300 years.’ 

The present stand of timber of sawtimber’ size in 
New England is estimated at 58 billion board feet. 
Application of one mathematical method, with 
conservative assumptions, indicates a drain on the 
sawtimber-size portion of the forest equal to around 
700 board feet per capita per annum since 1620. This 
compares with an estimated present-day sawtimber 
drain of about 260 board feet per capita per year. 

Sawlogs removed in the course of land-clearing 
Operations are not now burned but forest fires, forest 
insects, tree diseases, and wind still take their an- 
nual tolls. A large amount of timber smaller than 
sawlog size is cut each year for pulpwood, fuel- 
wood, and other purposes. This additional drain on 
the forest has been estimated to amount to 40 cubic 
feet per capita per year. At 51% board feet per cubic 
foot® this equals 210 board feet, indicating a total 
current drain of 470 board feet per capita per year. 
Modern civilization continues to make heavy de- 
mands on the forests. 


Small Trees Predominate 


What has happened to the forests of New Eng- 
land is not accurately indicated by the observation 
that the forest area is still approximately three- 
quarters of its original extent. The true measure is 
the forest capital — in other words, the volume of 
wood in the form of what foresters call growing 
stock on the land. As nearly as we can tell this is 
now reduced to not more than one-third and pos- 
sibly as little as 25 per cent of the original volume. 
The New England forest is largely composed of - 
very small trees compared with those that made 
up the original forest, mostly too small for saw- 
logs, even by today’s lowered standards. 

1No records exist of total cuts of forest products in New England through the years but 


the lumber production of the region is estimated to have totaled in the neighborhood of 
115 billion board feet during the 80-year period between 1868 and 1948. 


2Softwood trees 9 and hardwood trees 11 inches or more in diameter at breast height 
i.e., 414 feet above the ground level. 


3Allowing for slabs, sawdust, limbs, tops of trees, etc. 





TREND OF LUMBER PRODUCTION 
New England 1869-1946 
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The small average size of the trees in New Eng- 
land's forests is well illustrated by the fact that pole 
timber (which is smaller in diameter than the mini- 
mum sawlog sizes) constitutes nearly one-half of 
the trees five inches or more in diameter at breast 
height. In the United States as a whole pole-timber 
trees contain only one-third of the total volume. 

Looking at New England's forests on an area- 
distribution basis discloses that, while less than 
one per cent of the acreage is occupied by virgin 
timber, 45 per cent is occupied by trees of saw- 
timber size in volume sufficient for economic opera- 
tion,* a percentage which is the same as that for the 
United States. 

With respect to the smaller-size growth, New 
England is better off than the country as a whole. 
Pole timber occupies 26 per cent of the forested area 
of New England but only 21 per cent of the total 
United States forest area. The country as a whole 
shows up slightly better in terms of adequately- 
stocked seedling and sapling areas with 18.5 per 
cent against New England's 18 per cent but New 
England has less poorly-stocked seedling and sap- 
ling, or denuded area, with 11 per cent against the 
country’s 16 per cent. 

New England is fortunate in being possessed of 
conditions under which natural reforestation is the 
general rule. Nevertheless, its poorly-stocked and 
denuded areas will remain liabilities on the region's 
economy until they somehow recover productive 
capacity. These are the areas occupied mainly by 
scrub oak, gray birch, pin cherry, and other growth 
of small economic value, or no trees at all. 

While 45 per cent of New England's forest area is 
occupied mainly by trees of sawtimber size, nearly 
9 billion of the 58 billion board feet of sawtimber 
mentioned previously is not on these areas but 
occurs as a scattered stand, too sparse for economic 
operation, among the pole-size, sapling, and seed- 
ling trees. Recovery of this sawtimber will have to 
be delayed until the small surrounding trees reach 
marketable size. In addition, considerable amounts 
of sawtimber are in areas of relative inaccessibility. 


Not Enough Sawtimber 


Additional testimony to the relatively low estate 
of New England’s sawtimber is afforded by the ob- 
servation that white pine, the region’s best com- 
mercial lumber tree, accounts for less than 13 per 
cent of the 58 billion feet of sawlog timber. The 
assumption that the small New England timber 1s 
not of high average quality is amply supported by 
the record. This is not meant to discredit the lumber 
being produced by a considerable number of New 
England operators who still have access to the 
better timber and who conscientiously maintain 
high production standards. The hurricane of 1938, 
however, felled what can be taken as a typical 
cross-section of New England timber. Of the white 
pine lumber salvaged by the Northeastern Timber 
Salvage Administration only 1.8 per cent was 
graded as selects. Western ponderosa tomy yields 
more than 11 per cent in the select grades. 





4Two thousand board feet or more per acre. 
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The chart on this page shows that total tree 
growth in New England exceeds the drain of cut- 
ting, fire, insects, disease, and other agents of de- 
struction by 136 million cubic feet per year. It also 
shows, however, that trees of sawtimber size are 
being drained off in excess of growth to the extent 
of 400 million board feet per year and that this ex- 
cess of drain is all in softwood timber, actually to 
the extent of more than 500 million feet per year, 
the hardwood sawtimber drain being nearly 100 
million feet less than the growth. 

Pole timber is growing at a rate exceeding drain 
amounting to nearly 2.4 million cords per year. 
Both softwood and hardwood pole timber are gain- 
ing in growth over drain, the former to the extent 
of more than 1.6 million cords per year. At present, 
therefore, resorting to the common denominator of 
cubic feet, the net annual drain from the sawtimber 
of 77 million cubic feet is more than compensated 
for by the net growth of 213 million cubic feet of 
pole timber, resulting in a net annual accumulation 
of 136 million cubic Tee This can be expressed — of 
necessity in academic terms because the pole trees 
are below sawtimber size — as 715 million board 
feet. It can also be expressed, in practical terms, as 
1.5 million cords. The pole trees are largely of a size 
currently acceptable as pulpwood or other cord 
material. 

It should not be assumed from the above compari- 
sons that everything is well with the New England 
forests and that the situation needs no correction, 
as will be subsequently discussed in some detail. 

In their relationship to New England's economic 
and social welfare, the forests are in a critical but 
not hopeless state. Next month's Monthly Review 
will carry an account of the economic uses to which 
the region's forests are being put and the contribu- 
tion they are making to its industrial, commercial, 
and other activities. 
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Spending Habits of the Vacationist 


(Reserve Bank survey shows significant new trend toward patronage of low-priced lodging places.) 


ACH month during the past year 5 one 

mately 400 proprietors of New England resort 
hotels and vacation lodging places have sub- 
mitted confidential reports on their business to the 
Federal Reserve Bank of Boston. Each month the 
have reported regularly their gross receipts, a 
vance reservations, and number of guests enter- 
tained. Their figures have been rapidly assembled 
on IBM machines and have been compiled and in- 
terpreted by research statisticians to produce the 
first regional Vacation Business Index in the nation. 
Each month the bank has sent reports back to the 
operators of vacation establishments and others 
interested in the progress of the industry to provide 
them with a broad view of the latest developments 
in New England's vacation business. Such a view 
could be acquired only by fitting together the 
reports of hundreds of individual operators 
into a mosaic which gave an accurate picture 
of trends for each state and throughout the area as 
a whole. 

One of the most significant trends thus far 
brought to light is a shift in business from hotel to 
tourist type accommodations. From the very start 
of the index in May of 1947 it seemed evident that 
such a shift was taking place. The shift continues 
to be pronounced this year. Advance reservations 
as of June 1 and preliminary figures on advance 
reservations as of July 1 show in several areas re- 
duced demand for resort hotel accommodations. At 
the same time a marked increase is shown in ad- 
vance reservations for space in small inns, tourist 
homes, and cabins. 

Indicative of the trend toward patronage of 
tourist lodging places is the fact that these places 
are accepting advance reservations at all. Until 
recent years, an advance reservation at a tourist 
cabin was unusual. Tourists usually arrived in the 
evening after an all-day motoring trip, put up for 
the night and then moved on the next morning. 
Tourist Trade Up 

The demand for accommodations at tourist lodg- 
ing places has risen so much recently that not only 
are advance reservations being accepted but more 
than 20 per cent of available cabin space for July 
and August 1948 had been reserved by July 1. This 
represented an increase of 10 per cent over the ad- 
vance reservations made for the same months on 
July 1, 1947. By contrast, New England resort 
hotels had about 40 per cent of their July and 
August capacity reserved on July 1, 1948, a decrease 
of three per cent from the advance reservations 
on hand at the same time last year. It is true that 
resort hotels hold a considerably larger proportion 
of advance reservations than tourist places, but the 
spread between the two is gradually narrowing, 
thus adding weight to the trend. 
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Once the existence of such a trend has been veri- 
fied, the question arises: Why is the New England 
vacationist changing his spending habits? Analysis 
of current situation indicates that at least ne 
important economic factors are influencing this 
shift from hotels to the lower-priced lodging 
places. First and foremost is the general curtail- 
ment of so-called ‘‘discretionary’’ spending. This is 
a direct result of increased prices for basic necessi- 
ties such as food and clothing, the better avail- 
ability of long-awaited heavy appliances at higher 
prices than originally planned for, and the addi- 
tional burden of financing new housing. 

A second factor is that more paid vacations are 
being given to workers than ever before. As long as 
industrial activity and wages paid to workers re- 
main at their present high levels, there will con- 
tinue to be an extremely large demand for moderate- 
priced vacations. 

A third factor is speculative in nature, but 
worthy of mention. New automobiles and ex- 
panded transportation facilities of other kinds have 
put at the disposal of the contemporary vacationist 
better facilities for. getting from one place to an- 
other than he ever had before. Unlike the many 
vacationists of other days, many today are not 
content to sit on a rocking chair on a hotel porch 
for two weeks a year. More prefer to travel. 

Fourthly, the hotels are feeling to some extent 
the competition arising from a pent-up demand and 
the return of facilities for relatively cheaper foreign 
travel, reinforced this year by the Olympic games. 
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With hotel business falling off, it would seem 
paradoxical to suggest that what New England 
needs is more hotels. Yet this point of view is held 
by many observers. Although new construction at 
this time might not be justified at present-day con- 
struction costs, these observers feel that additional 
hotel capacity might be derived from the conver- 
sion of old estates. There are still many suitable 
estates with desirable locations on the market. One 
such estate in the Berkshires was recently acquired 
by a prominent hotel chain, converted and opened 
as a resort hotel. 

Another problem for development agencié, local 
chambers of commerce and regional development 
organizations is better location, layout and con- 
struction of tourist accommodations and cottages. 
Lack of planning and the absence of adequate build- 
ing and zoning laws already have allowed some ex- 
tremely beautiful and profitable areas to expand in 
such a manner as to endanger the attractiveness 
which was responsible for the area’s original 
growth. The state development agencies recognize 
this problem and can offer many suggestions for 
self-appraisal to the people in vacation areas. If the 
vacation lodging proprietor, local merchants, and 
townspeople can be shown how much the vacation 
business means to them, how much all of the town’s 
business is interrelated, and how much can be ac- 
complished by a spirit devoid of petty jealousies, 
much can be done. 

New England has much to gain from its vacation 
business. One reason for the Vacation Business 
Index is that the region’s annual revenue from vaca- 
tion trade is estimated tobe more than $5§00,000,000. 
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Another and even more important reason is that the 
vacation business here has opportunities for future 
growth. The $500,000,000 estimate, arrived at by a 
two-year cooperative inventory conducted by the 
state development commissions and The New Eng- 
land Council, covers only direct expenditures pen 
by vacationists away from home overnight and 
does not aim to include pre-vacation purchases, at- 
home recreation costs, or payments made during a 
one-night trip. This estimate does not measure the 
full economic impact of vacation business because a 
specific tourist dollar is quickly passed through 
trade channels and may reappear as business income 
several times. 


Dollar Income by States 


Topping the New England states in the dollar 
income received from vacation trade is Massachu- 
setts. This foremost position is attained in spite of 
conscious omission of data from many lodging 
places in metropolitan localities which do not 
cater exclusively to vacation trade. It is estimated 
that Massachusetts obtains $192,000,000 each year 
in vacation business. Less than one-quarter of this 
is convention business. 

Maine’s widely scattered vacation business totals 
$114,000,000 and is second only to that of Massa- 
chusetts. New Hampshire’s $108,000,000 neverthe- 
less closely approaches Maine in the estimated size 
of vacation business. 

Connecticut does an estimated $51,000,000 vaca- 
tion business, Vermont garners $32,000,000, and 
Rhode Island, despite its limited area, receives an 
estimated $19,000,000. 

That the vacation business is of strategic impor- 
tance to the New England economy to balance de- 
clines in other activity is demonstrated by the fact 
that in 49 vacation towns in New Hampshire, the 
total assessed valuation increased 223 per cent 
between 1890 and 1940 despite the fact that their 
population decreased 20 per cent. The growing use 
of property for vacation purposes has improved 
living standards and property values throughout 
the New England rural areas which are adapted to 
the vacation business. 

The pressing needs for reliable information on the 
vacation industry have been largely met. It is now 
Mecessary to expand the present coverage. The 
Federal Reserve Bank of Boston feels confident that 
in another year it will be able to provide separate 
indexes for 17 sub-state areas if the people in the 
business will cooperate by sending in the reports 
requested. At the present time monthly indexes are 
computed for five to seven such areas and for five of 
the six New England states. 

Already the Vacation Business Index has stimu- 
lated resort proprietors to keep better records and 
to better understand the competition they are facing 
from other areas. Expanded usefulness during the 
coming year will depend largely on increased re- 
sponse by resort owners. The bank invites new 
Operators to join the fast-growing fraternity of 
reporting resort proprietors. 
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New England Department Store Business: 


Sales Stage Comeback in June 
Following May Decline 


ge weather, high food prices, spotty unem- 
loyment, and consumer price resistance com- 
bined to decrease New England department store 
sales in May 1948 patel with May 1947. Sales 
in June, however, snapped back above the corre- 
sponding month in 1947 to the comparative level 
where they had been earlier in 1948 and created a 
brighter outlook for New England merchants. 
May 1948 was one comparative month which 
New England department store executives would 
like to forget. Sales were less than for May 1947 in 
each major departmental classification except the 
basement store total, and the women’s and misses’ 
ready-to-wear departments in New England depart- 
ment stores located outside of Boston. Even the old 
reliable basement sales, which had been resilient 
during this high-price period, lost their compara- 
tive bounce in May over the previous year’s May. 
In every New England state except Vermont and 
in six of the seven New England cities for which 
separate data are compiled (New Bedford was the 
exception) department store sales were lower in 
May of this year compared with May of last year. 
The slump was not countrywide. The Board of 
Governors’ department store seasonally adjusted in- 
dex for the United States hit a new peak in May 
1948. Dollar department store sales in New England 
during May 1947 were comparatively high, how- 
ever, so the monthly percentage comparison over- 
emphasizes the downturn. Actual dollar sales in 
May were slightly above April figures in 1948. 
June figures show department store sales reported 
by 46 New England department stores for the four 
weeks ending June 26 to be 3.1 per cent above the 
corresponding period a year ago. The upturn came 
during the last weeks of the month. More complete 
monthly sales returns received from over 120 stores 
in June showed a 9.3 per cent increase over the 
same month last year. Sales strength appeared to be 
centered in women’s and misses’ ready-to-wear, 
basement sales, and housefurnishings. 


Inventories and Orders 


Stocks held by New England department stores 
were progressively larger during March, April, and 
May compared with each corresponding month in 
1947. Cumulative average stocks, however, te- 
mained at about 13 per cent above corresponding 
periods in 1947 as merchandise orders outstanding 
decreased in order to offset rising stocks. Inventory 
control policies were operating more rigorously and 
selectively. Even with the recognized alternative of 
losing sales, New England department stores have 
been keeping minimum inventories. 
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Promotional pricing and other techniques for 
capturing customer attention seemed to have begun 
to soften consumer price resistance in June. Stocks 
of apparel and clothing which had been inactive be- 
gan to move. Consumers who were shopping around 
had again underscored the services offered by a de- 
partment store and their preferences were being met. 


Credit Conditions 


Collection ratios — the amount of money col- 
lected as a percentage of accounts outstanding at the 
beginning of the month — continued to decline in 
May compared with the same period last year. 
Total instalment accounts outstanding during May 
increased over last year’s totals more rapidly than 
regular charge accounts, especially for New Eng- 
land department stores outside Boston. Some cus- 
tomers seem to be buying on easier terms; smaller 
down payments and a longer time to pay. 

Credit is not actually being used extensively on 
the most liberal competitive terms to support de- 
partment store dollar sales. Instalment customers 
usually decide to pay more than the minimum cash 
down payment required and the amounts which 
they agree to pay monthly clean up unpaid balances 
before the end of maximum repayment periods. 
Customer cash positions, credit interviewing skill, 
and conservative credit term policies of many de- 
partment stores have been restraining credit sales. 
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Business Conditions aie | 





Business Displays 


| amen activity proceeds on its course with 
seemingly undiminished vigor. Most national 
indexes, such as gross national product, payrolls, 
income, trade, and crop production, have either 
reached or neared peacetime records. The statistical 
bigness of these measures is impressive. In one re- 
spect, their size reflects the normal growth of the 
country or the depreciated value of the dollar unit 
in which many of the indexes are measured. But 
their size also demonstrates the skill and flexibility 
which the American economy has displayed since 
the close of the war in navigating rough waters and 
ploughing ahead into new seas. 

This does not mean that there are no present 
squalls on the course. There are many of them, some 
of tempestuous magnitude, as the harried captains 
of some New England industries can assure. But 
portentous as they may seem in some cases, the 
anxiety of a few months ago has changed to confi- 
dence that these economic squalls can be outridden. 

Among the current difficulties in the New Eng- 
land regional situation are dullness in some non- 
durable goods industries, material shortages in dur- 
able goods industries, the continued high level of 
prices, and impaired margins of savings. 

The nondurable goods industries reconverted to 
peacetime production with relative rapidity. Now, 
with backlogs of demand largely met, and costs of 
labor and materials considerably advanced, many of 
these industries find themselves in a buyers’ market. 
Seasonal patterns of production have reappeared in 
the shoe, apparel, and rubber products industries. 
Style changes are promoted and Government orders 


INDUSTRIAL PRODUCTION 


Continued Vigor 


eagerly sought. Weaknesses have appeared in the 
paper and confectionery industries. Even the wor- 
sted mills, running at full capacity, are concerned 
over the lagging sales of men’s wear. 

Durable goods, in general, are still in strong de- 
mand and the problem is largely one of producing 
enough to meet that demand. Pronounced scarcities 
still exist in pig iron, steel, many nonferrous 
metals, lumber and other building supplies. Until 
an improved supply of such materials can be at- 
tained, unimpeded by periodic stoppages of coal 
mining, New England's heavy industries will be 
susceptible to frequent fluctuations in activity and 
employment. 

Efforts to hold the price line wilted under the de- 
mands for ‘‘third round’’ wage increases. These 
increased costs have now largely found their way 
into wholesale and retail prices, as evidenced by 
recently-announced increases for coal, most basic 
metals, automobiles, tires, railroad and bus fares. 

Dollar incomes continue to rise, some faster but 
some more slowly than these prices. Analysis of 
liquid asset holdings of individuals reveals on the 
whole a huge reserve purchasing power and a deter- 
mination to purchase. But this purchasing power 
is being narrowed down as more individuals spend 
beyond their incomes and exhaust their savings. 
Deposit balances in New England mutual savings 
banks declined in May for the second consecutive 
month. New life insurance subscriptions are lagging 
behind a year ago, and cancellations are increasing. 
Instalment sales are increasing at department stores, 
and collection ratios are dropping. 


FACTORY EMPLOYMENT AND PAYROLLS 
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Aided largely by the settlement of labor disputes and the 
restoration of normal operations in the meatpacking and 
coal industries, the index of national industrial production 
regained in May its level of 192 per cent of the prewar aver- 
BEC a 


.... New England factory employment, however, dropped 
below 1,500,000 in May as seasonal dullness prevailed in 
some nondurable goods industries. Counterbalancing up- 
swings occurred in construction, fishing, some trades and 
services. 
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Consumer price indexes set consecutive new records in April, 
May and June. Consumers found higher prices prevailing for 
most of the goods and services they wished to buy, with 
especially large increases in meat prices... 


. The average consumer, therefore, felt impelled to exer- 
cise greater restraint in his expenditures, and the seasonally 
adjusted index of New England department store sales, at 
242 in May, was unable to reattain its November 1947 Peak. 
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LOANS AND DISCOUNTS 
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Total loans at banks in leading cities increased $654 million 
from June 3 to July 7. Business loans rose $290 million - 
the first sizable monthly increase in 1948. Consumer loans 
rose $135 million and real estate loans $76 million. 


The increase in N. E. bank loans from June 3 to July 7 of 
about $14 million — the first monthly increase since March 

- was chiefly caused by consumer and real estate loans. 
Business loans, off in recent months, showed an upward trend. 


‘ CUMULATIVE CHANGES IN DEPOSITS 
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Millions of Deposits 
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Demand deposits adjusted, off $2.4 billion on July 7 from 
$48.6 billion on December 31, were about $1 billion above 
the low of March 31. Recovery was aided by gold inflows 
and net purchases of U. S. securities by the F. R. System. 


Fluctuations in N. E. deposits followed changes elsewhere. 
Demand deposits adjusted were off $84 million on July 7 
from $2.4 billion on December 31. Time deposit declines 
probably reflect increased spending and higher living costs. 














